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RE: Community Reinvestment Act Regulations

Rear Sir/Madame:

The Wisconsin Bankers Association (WBA) is the largest financial institution trade
association in Wisconsin and represents 320 state and nationally chartered banks,
savings banks and savings and loan associations located in communities throughout the
state. WBA. appreciates the opporturuty to comment on the proposed amendmentsto
The Community Reinvestment Act (CRA or Act) regulations.

The WBA applauds the federal banking regulatory agencies’ (Agencies) ongoing efforts
o sxawiue e CRA rogulations aud agress wills (he Agoncics” geucral assesstuent (hal
e “fundawental slewents of the regulatious ars sound.” Lo thatl regard, the WBA
intends to address only two issues contained in the proposal: 1) the defnition of “small
institution;” and 2) changes to the credit terms and practices provisions impacting CRA
evaluations. '
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The Agencies Should Amend The Definition of “Small Institution” By Increasing
The Total Assets Threshold And Disregarding Holding Company Assets.

The WBA fully supports the Agencies’ proposal to expand the number of banks, savings
banls and saving associations that will be examined under the small institution Community
Reinvestment Act examination. The Agencies propose to increase the asset threshold from
$250 million t© $500million an d o eliminate any consideration of whether the small

institution 18 owned by a halding campany.

This proposalis clearlya major step toward an appropriate implementation. of the
Community Reinvestment Act and should greatly reduce regulatory burden on those
institurions newly made eligible for the small institurion examination. However, the $500
4 ) J vears 200, IS NO jonger sulficient (0 ¢carrvour the
butden onsmall
imstitutions. La the last decade, the regulatoxy burden on small instirutons has been
explosive, including massive new repotting requirements under IMDA, the USA Patriot
Act aud the privacyprovisions of the Gramm-Leach-Bliley Act. But the nature of small
institutions has not changed. ;

When asmall bank, savings bank ar savings and ban association roust comply with. the
requirements of the large institution CRA examination, the cOsts to and burdens on chat
community institution increase dramatically. FOr instance, converting to the large
institution examination requires, among other things, that the institution devate additional
staff time to documenting services and investments, and begin to geocode all loans that
might have CRA value. This imposes a dramarically higher regulatoryburden that drains
both money and personnel away from helping to meet the credit needs of the institutians
COMMURILY.

While the small institution test was the most significant improvement to CRA when it was
last revised, it was otf the mark when it imited its application 1o only instiunions below
$250 million in assets. As a result, many community institutions were deprived of any
regulatory relief. Currently, an institution with more than $250 million in assets faces
siguilicandy toore requireineuts that substanially increase regulatory burdens without
consistenly producing additional benefits as contemplaved by CRA. Therefore, the WBA
urges the Agencics to incrcasc the assct threshold for the small institution cxamination to
at least $1 billion.

Raising the Jimit to $1 billion is appropriate for rwo reasons. First, keeping the forms of
small institutions on lending, which the small irstitutionexamination does, would be
entirely consistentwith the purpose of CRA, which is to ensure that the Agencies evaluate
how instirutions help to meet the credit needs of the communities theyserve. I

Second, raising the limir to $1billio will have only a small effect on the mount of toral }
industry assets covered under the more comprehensive large bank test. And, pursuant:te
the Agencies’ own tindings, raising the imit from$250 to $500 million would reduce total
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industryassets covered by the large bank est by less than one percent. Accordiug w
December 31,2003,Call Report data, risiuyg the Lt Lo $1 billion will ieduce the awount
oOF asscts subject © the much more burdensome large institution test by only 4% (to about
85%). Yer, the additional relief provided would, again, be substantial, reducing the
comph:mce burden on more than 500 additional banks, savings banks and savmgs and loan
associations (compared to a $500 million threshold). Therefore, the WBA
Agencies to mise the limit tn at least $1 hillion, providing significant. regulatory re]ief while,
to quote the Agencies in the proposal, not diminishing “in axy way the obligadon of all
insured depository irstitutios subjectto CRA to help m e tthe credit needs of their
communities. Instead, the changes are meant only to address the regulatory burden
associated with evaluatmg institutions under CRA.”

TO summarize, the WBA strongly supports increasing the asset-size of institutions eligible
forthe small institutianstreamlined CRA examination Process as a vitally important step In
revising and improving the CRA regulations and in reducing regulatory burden. The WBA
also strongly supports eliminating the separate holding company qualification forthe small
instimrion examination, since it places small commmunity institwtions thatare pant of a larger
lholdiog company at a disadvaarage to their peers and has no legal basis in CRA. While
community institutions, of course, Will still bc cxamined under CRA. for their record of
helping to meet the credit needs of their communities, this change will eliminate some of
the most problematic and burdensome elements of the current CRA xegulation from
community instmitions that are drowming in regulatory red-tane.

The CRA’s Credit Terms and Practices Regulations Should Not Be Amended
B Existing Laws uately Addr datoyy And ive Lending.

To be sure, the WBA and its members detest predatory and abusive lending practices. In
fact, the WBA has worked for over two years to draft predatory leading legislation fox
Wisconsin. And, we are happy to report that the legislation has passed both the slate
senate and assexably and now awaits Governor Doyle’s signature. However, WBA
vehemently opposes amendments to CRA regulationsthat expand existing provisions,

which identify activities that are considered “predatoxy’”’ or “‘abusive.”

The CRA. regulationsalready expressly provide thet violations of certain laws can
adversely affect aninsttution’s CRA rating. In addition, dbusive vredit ters and
practices generally should not be regulated through CRA. because Congress enacted
other laws for that purpose, such as the iqual Credit Opportunity Act, the T'air Ilousing
Act, the Home Owncrship and Equity Proteetion Act, the Real Estate Scttlement
Procedures Act, the Truth In Lending Act, and the Federal Trade Commiesion Act.
Fuxthermore, numerous states are in the procese of enacting or have enacted predatory
lending legislation.

Considering the various existing laws and mechanisms already in place to detect and
address predatory or abusive lending practices, the WBA fails to understand how an



2004/AP%/06/10F 06:57 AWl BA FAX No, 6086619386 P. 004

amendment w the CRA regulativus Will iuprove the excellent strides already made to
curb this type ofactivity. Morsuver, the iuevitable increase in compliance costs
resulting from the use of CRA examinations to detect and dctcr abusivc practices would
not be justificd bccausc regulated financial institutions are not responsible for the bulk
of thcae abuses. Therefore, the WBA is adamantly and unequivocally opposed to any

amendment to the CRA regulations iNthis respect.

Conclusion.

The WBA recognizes the importance of the Community Reinvestment Act and is
supportive of the Agencies’ ongoing efforts to ensure the Act continues to fulfill its
purpose. Therefore, the WBA generally supports the proposed changes to the small,
institution asset-size threshold and urges the Agencies to increase the asset amount to
$1 billion rather than only $500 million. However, the WBA resolutely opposes any
change to the Act's regulations that expand existine CRA provisions related to credit
terms and practices.

The WBA. urges the Agencies to caretully considerthese commentsand on these very
uoportant issues. Once again, the WBA appreciates the opportunity to submit comments
onthe proposed revisions to the CRA regulations.

Sincerely, o

er
Executive Vic e President/CEO




